and SMHA support services (including prevention, research, training, and SMHA administration). In addition, figures are provided for specific services (or activities) within each of the four auspices. These services/activities include: inpatient services, residential programs, ambulatory care, prevention programs, and other treatment modalities. For some states these service expenditures are also portrayed with reference to children and adolescents, adults, and elderly persons (NASMHPD, 1990) .
In each of the four reporting years (1981, 1983, 1985, and 1987) , information was obtained from archival sources that portrayed actual expenditures and revenues under the direct control of the SMHA. Using archival data was considered necessary to obtain reliable data. The archival data used in the data base included SMHA expenditure reports, annual state budget documents, year-end compilations of revenue sources, internal SMHA working documents, published audits, and other financial documents.
Federal, state, county, and local payments, payments from first and third parties, and any other funds that were not controlled by or that did not flow through the SMHAs were not included in this study. Organizations whose total revenues and expenditures are not reflected in the data base may include agencies such as local community mental health centers; county or multicounty mental health and mental retardation service boards; general hospitals; local clinics; and/or other entities, programs, services, or facilities not directly operated or administered by the SMHA.
The project has utilized two primary means for accumulating and depicting data: (a) analysis and coding of state expenditure data; and (b) follow-up discussion with appropriate SMHA officials to clarify items in the state's data base, request of supplemental budget documents, and/or request review of allocations made to the various revenue and expenditure categories.
Generally, the following steps were taken to obtain final revenue and expenditure figures for each of the years: 1) SMHA staff were contacted and requested either to forward revenue and expenditure data archival documents and/or to make initial dollar allocations to cells on the tables and forward these data to the NASMHPD Research Institute.
2) SMHA-controlled revenues and expenditures were separated into four classifications: (1) mental health, (2) mental retardation/developmental disabilities (MR/DD), (3) drug programs, and (4) alcohol programs. Expenditures for MR/DD, alcohol, and drug programs were categorized by "Administrative Auspice" and retained in the files. However, the funds of MR/DD, drug, and alcohol programs were removed from the final data base used for this analysis.
3) The net revenue and expenditure figures (representing only "mental health" programs) were then separated into "Administrative Auspice" and "Service/Activity" categories. 4) Following preliminary completion and review of the tables by project staff, the tables, footnotes, glossary, and cover letter (including special questions and notes) were sent to a specially designated SMHA fiscal contact person and to the SMHA director. These persons were requested to respond to any questions, verify the tables, and make appropriate modifications in the final data base.
FINDINGS: EXPENDITURES

Overall Trends
One primary concern to public policymakers is the overall pattern of SMHA expenditures. Total SMHA controlled expenditures have increased in raw dollars from $6.1 billion in 1981 to $9.2 billion in 1987. However, when adjusted for inflation, these expenditures reflect an actual decline of 4.9% in purchasing power, from $6.1 billion in 1981 to $5.8 billion in 1987.
This decline can also be seen on a per capita basis. For 1981, the national SMHA per capita expenditures were $26.79. When adjusted for inflation, they declined 9.4% to $24.27 for 1987. This $2.52 decline is also reflected in an even steeper decline of median expenditures: from $22.36 in 1981 to $19.08 by 1987. Apparently, when adjusted for inflation, declines outpaced any increases, across states.
This shift might well be explained by an overall decline in total state expenditures by state governments, or by a decline in state government expenditures specifically for health and welfare services. However, the data in Table 1 indicate that overall state budgets increased by 10.7 % after inflation between 1981 and 1987, and that state health and welfare expenditures increased by 7.3% over that same period (National Governors Association, 1990) . Therefore, state mental health expenditures not only fell behind inflation, but declined even more sharply relative to the growth in overall state expenditures and other expenditures for health and welfare programs.
Further analysis of these data reveals that total mental health expenditures constituted 2.2 % of total state government budgets in 1981 and only 1.9 % in 1987. Similarly, mental health expenditures as a proportion of health and welfare expenditures show an overall decline from approximately 12 % in 1981 to approximately 10.6% in 1987. Overall, these declines appear to reflect a lower priority for mental health services in the states.
Trends in Types of Services
In addition to interest in the general expenditures trends from 1981 to 1987, there has been considerable interest in the pattern of expenditures for particular types of services and the settings in which these services are provided. Since 1981 there has been a major policy emphasis by SMHAs on the development of The overall shift described above is a function of services growth in some states and selective relocation of services in others. In states whose total adjusted mental health expenditures increased ("gainers"), and in states whose total adjusted mental health expenditures declined ("decliners") differing patterns of movement from state hospital inpatient care to community and ambulatory care are clear. When overall expenditures are adjusted for inflation and population, 11 states showed increases from 1981 to 1987, 38 states showed declines, and 1 state had no change. Comparing states that gained with those that declined on "service setting," the gainers showed significantly greater increases in community programs ( + 49 %) than declining states ( + 9 %) (t = -2.61, df = 47, p = .012). Moreover, states that gained maintained state hospital-based program funding (up only 2 %) while declining states dramatically reduced state hospital expenditures ( -19%) (t ---3.91, df = 47, p = .0001). Hence, gainers were more likely to fund community-based programs with new money while maintaining state hospital funding levels, and decliners were more likely to maintain or increase community-based programs by reducing state hospital expenditures.
Differences between gainer and decliner states are also observed when examining inpatient services. Decliner states showed significant reductions ( -24 %) in inpatient services compared with gainer states, which show a slight increase ( + 8 %) in inpatient service expenditures (t = -4.78, df = 45, p --.0001). A comparison of ambulatory service expenditures was not possible because 1981 baseline data was so small in many cases as to produce out-ofrange or extreme values, particularly among the gainer states. However, of the 10 states that showed declines in ambulatory expenditures, nine had declines in total expenditures.
Inter-State Variability
Another area of interest to policymakers has been the wide variation among the states in the pattern of SMHA expenditures for mental health services. In 1987, for example, the mean state per capita expenditure was approximately $34, the median was $30.45, and the range was from a low of $12 to a high of $99. This variation has often been viewed by some as a direct reflection of the commitment of states to mental health services. However, this variability is also very possibly affected by variations in the local costs of services, variations in need, differences in political environment, and broader tax and spending policies of the states. For example, in community programs and (to a lesser extent) in state hospitals, wages and benefits comprise 80% or more of these facilities' total budgets. Therefore, unadjusted SMHA expenditures, uncontrolled by wage rates, do not truly reflect the relative priority given to mental health services in state budgets. When mental health expenditures are adjusted by wage rates (U.S. Department of Labor, 1990) , the per capita range of $12 to $99 dollars can be adjusted to a smaller range from $7 to $48 dollars, with a mean of $18, and a median of $17. This attempt to equalize or standardize expenditure patterns substantially reduces the range of variability in per capita expenditures on a national basis. However, the significant variability which remains is an important subject for research. Schinnar, Rothbard, and Yin (1991) also provide an investigation into the issue of inter-state variability.
Conclusion
In general, the trend of SMHA expenditures for mental health services is quite clear. State mental health agency expenditures have grown from 1981 to 1987 by almost 50% in raw dollars, but have declined by 4.9% when adjusted for inflation, and nearly 10 % on a per capita basis. It must be emphasized that in a period of increased demand for services, state mental health agencies appear to be losing ground in the overall resource allocation process of state governments. This is best reflected in both the decline in the proportion of total state government dollars for mental health from 1981 to 1987, and in the decline of mental health as a proportion of state health and welfare expenditures for the same period. During this same period, the overall inpatient share of total SMHA funds has declined relatively dramatically. Correspondingly, SMHA funds for ambulatory care have grown during this period despite the decrease in the SMHA's share of total state government budgets.
In 1988, Lutterman, et al. (1988) reported on this data base for the period of 1981 to 1985 and noted this trend towards community and ambulatory services. This current analysis which includes fiscal year 1987, reinforces those earlier findings by confirming an overall shift of SMHAs away from inpatient and state hospital programs toward ambulatory and other community-based programs. However, some differences among the states are noteworthy. Specifically, in this analysis, states with growing budgets were found to be more likely to increase funding of community programs (and to a greater extent than states with declining budgets), while leaving state hospital funding constant. States with declining budgets, on the other hand, made more modest increases in community programs, but usually did so after cutting deeply into state hospital expenditures.
FINDINGS: REVENUES Overall Trends
What are the sources of this overall decline in SMHA expenditures? This section examines patterns of revenue change that account for this shift in available resources. And like that found for expenditures, revenues for SMHA-funded mental health services increased nationally from $6.2 billion in 1981 to $9.3 billion in 1987. However, when adjusted for inflation (to 1981 dollars), SMHA revenues actually declined to $5.9 billion in 1987, representing a 4.8% decrease.
Revenues to state mental health agencies derive largely from two sources: state taxes and federal reimbursements for services under the Medicaid and Medicare programs. State tax dollars account for almost 80% of the total. Federal reimbursements, primarily through Medicaid and Medicare, contribute another 15 %. Other revenues, including the Federal Alcohol, Drug Abuse and Mental Health Block Grant, local government, and first and third party payments, constitute less than 5 % of total revenues that flow directly through state mental health agencies.
From 1981 to 1987, revenues to state mental health agencies from state government sources increased from $5 billion to approximately $7.5 billion (a 50% increase). However, when adjusted for inflation, this apparent increase actually represents a decline of 5 % over this same period. It should be noted, however, that from 1981 to 1983 (a difficult economic period) SMHAs experienced an adjusted 10.2 % decline in state government revenues. From 1983 to 1985, SMHAs increased revenues by 5.1%, and from 1986 to 1987 by .8%. This indicates that for the last several years, there has been some increase in overall state revenues to the SMHA, although such increases have not compensated for the decline from 1981 to 1983.
The pattern for federal revenues to the SMHAs is significantly different. From 1981 to 1987, total federal revenues increased from approximately $.78 billion to $.85 billion, an overall increase of approximately 9% when adjusted for inflation. However, it must be noted that this is entirely a function of the Federal Block Grant program which began in 1982, to supplant direct federal grants to local community mental health centers by providing Block Grant funds to the SMHAs. With this exception, other federal revenues to the SMHAs declined from 1981 to 1987 by nearly 12%, as shown in Table 5 . Combined federal revenues to the SMHA increased by 25 % between 1981 and 1983 due to the Block Grant. Other federal sources began a steady decline during that same time period. The Block Grant initially helped to buffer these overall federal declines, although Block Grant levels also declined by 29 % from 1983 to 1987, after adjusting for inflation. Federal revenues as a percentage of total SMHA revenues increased from 13.5% to 14.7% during this period while the state government revenues to the SMHA declined proportionately.
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Mental Health Revenues Relative to State Tax Capacity
Since state tax dollars constitute an overwhelming proportion of the revenues to SMHAs (nearly 80%), it is important to evaluate revenues (particularly state revenues) with regard to per capita dollars and in light of the SMHAs' ability to capture potentially available funds. On a per capita basis adjusted for inflation, SMHA revenues declined from $22.13 in 1981 to $19.89 in 1987.
Although per capita income is widely used as a measure in federal grant formulas, and elsewhere as an indicator of state fiscal capacity, the Advisory Commission on Intergovernmental Relations (ACIR) has utilized a different indicator, the Representative Tax System (RTS) (Advisory Commission on Intergovernmental Relations, 1986). Recently, the ACIR has also developed the Representative Revenue System (RRS)--as a parallel measure to the Representative Tax System (RTS)--to illustrate the states' capacity to collect taxes and non-tax revenues. In general, this method defines revenue capacity as the dollar amount of revenue that each state and local government would raise if they applied a national, uniform set of tax rates to a commonly used set of tax bases. Since the same tax rates are used for every state, estimated revenue yields vary due to differences in each state's underlying tax bases. Thus, the RRS system provides a means to create a standardized measure of revenue capacity, which, in turn, facilitates comparative evaluations of state tax effort by computing the ratio of actual revenue to estimated capacity.
Using these factors, it is possible to compare a state's SMHA revenues to the total tax effort and revenue capacity of that state. State mental health revenues from state government sources in 1981 constituted 2.1% of total tax effort, but in 1987 it had declined to 1.7% of tax effort. This decline was reflected in previous studies of SMHA expenditures which showed that total per capita expenditures as a percentage of total state government budgets declined from 1981 to 1987. In addition, fiscal year 1981 state government revenues to state mental health agencies as a percentage of the state's total revenue capacities was approximately 2%, but by 1987, these revenues had declined to approx-imately 1.64 %. This finding suggests that in addition to a reduced proportion of the overall state budgets, SMHAs received a substantially smaller percentage of both state revenue capacity and state tax effort from 1981 through 1987.
Conclusion
1981 to 1983 was a turbulent period for state government in general and SMHAs in particular. In addition to the initiation of the ADAMHA Block Grant which resulted in actual reductions in overall federal support to SMHA programs, state tax dollars substantially declined, possibly as a function of additional federal budget reductions in other state government programs. Since 1983, state funds (adjusted for inflation) have increased by approximately 6%, but federal revenues to SMHAs have declined sharply.
In summary, the decline in federal revenues to SMHAs is part of a decline in all categories of revenue. The Federal Block Grant increases have not kept pace with inflation, and the states' policy of moving away from state psychiatric hospital inpatient care to community-based alternatives has not been supported by the federal government in any substantive way from either Medicaid or Medicare, which has resulted in overall decreased federal support. Consequently, the states continue to assume the vast responsibility for generating revenues for SMHA-funded mental health services, a challenge which has been met with great difficulty, and which has not been able to compensate for losses from the federal government.
DISCUSSION
State Mental Health Authorities had less revenue from 1981 to 1987, and consequently, had to accommodate by making shifts in programming. The period under study, therefore, provides an example of how policy changes occur under conditions of serious fiscal constraint.
Generally speaking, cuts in federal revenues have forced an overall reduction in expenditures on hospital services but have created a no-growth situation for community services. Particularly for those states with declining overall revenues, expenditure patterns reveal deep cuts in hospital expenditures and little to no increases in community programs. However, those few states with increasing revenues show a slightly different pattern, with substantial increases in community-based services, and with no cuts or at least no-growth in hospital services. It appears then that the federal bias to support hospital-based programs leads to cuts in inpatient services during times of federal expenditure reductions, but that this does not necessarily lead to an increase in community programs. Only those states which are able to compensate for federal losses are able to fund significantly more community programs.
Apart from the organizational location of programs, a more dramatic shift in program types has occurred across state mental health agmncies. In particular, there has been a 133 % increase in ambulatory service expenditures from 1981 to 1987. This shift reflects the relatively greater ability of SMHA's to shift funding for program types within organizational setting, rather than to shift organizational setting. An apparent expansion of services offered within hospital settings has enabled this relatively greater shifting of funds from inpatient to ambulatory care.
Future research should continue to monitor these trends, and assess the ability of states to make policy changes under varying fiscal conditions. Future studies could explore the degree to which the increase in ambulatory expenditures reflects a substitution for supporting hospitals with declining inpatient expenditures. Studies could also examine the relationship between federal cutbacks and reductions in hospital expenditures, and the long-term effect of this shift on the burden of states in paying for a community-based mental health system.
